
Request approval of amendments to extend the term of agreements with 
Sutherland Global Services, formerly Apollo Health Street, Inc., for Financial 
Management Services and USCB America for Financial Billing and Recovery 
Services for the Department of Health Services. 

SUBJECT

May 14, 2013

The Honorable Board of Supervisors
County of Los Angeles
383 Kenneth Hahn Hall of Administration
500 West Temple Street 
Los Angeles, California 90012
 
Dear Supervisors:

APPROVAL OF AMENDMENTS TO TWO AGREEMENTS FOR FINANCIAL 
MANAGEMENT SERVICES AND FINANCIAL BILLING AND RECOVERY 

SERVICES 
(ALL SUPERVISORIAL DISTRICTS)

(3 VOTES)

IT IS RECOMMENDED THAT THE BOARD:

1.  Authorize the Director of Health Services (Director), or his designee, to 
execute Amendment No. 3 to the Financial Management Services (FMS) 
Agreement No. H-703466 with Sutherland Global Services (SGS), effective 
upon approval by the Board, to extend the term of the Agreement for the 
period June 1, 2013 through May 31, 2015 with a reduction in compensation 
rates and with an option to further extend the Agreement term on an annual 
basis for up to two additional years through May 31, 2017 at additional 
reduced compensation rates, with the exercise of such options subject to 
Board approval.

2.  Authorize the Director, or his designee, to execute Amendment No. 4 to the 
Financial Billing and Recovery Services (FBRS) Agreement, No. H-702058, 
with USCB America (USCB), effective upon approval by the Board, to extend 



the term of the Agreement for the period June 1, 2013 through May 31, 2015 
and with an option to further extend the Agreement term on an annual basis 
for up to two additional years through May 31, 2017 at additional reduced 
compensation rates, with the exercise of such options subject to Board 
approval. 

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

Approval of the first two recommendations will allow the Director, or his designee, to execute 
amendments substantially similar to Exhibits I and II to extend the term of the Agreements with SGS 
and USCB for the period June 1, 2013 through May 31, 2015.  In addition, the recommended 
amendments for SGS and USCB provide reduced compensation rates for the County which is 
estimated to result in savings of approximately $0.2 million and $0.4 million from SGS and USCB, 
respectively, for the two year period.  Both Agreements are slated to expire May 31, 2013.  

The recommended amendments also include the option to extend the term of the Agreements for up 
to two additional one-year periods beginning June 1, 2015 through May 31, 2017, and further reduce 
the compensation rates which is estimated to result in savings of approximately $0.5 million and $0.4
 million from SGS and USCB, respectively. The Department of Health Services (DHS or the 
Department) will return to the Board for approval to exercise the options in the event the Department 
determines further extensions are in the best interest of the County.

The Board was previously advised last year that DHS intended to issue a single Request for 
Proposals (RFP) with the goal of securing one or more successor agreements to replace the current 
SGS and USCB Agreements and provide the full range of revenue recovery services to the 
Department.  True to that commitment, RFPs for FMS and Safety Net Financial Management 
Services were released in February 2013.  DHS realized that it was necessary to subsequently 
cancel both solicitations due issues raised by potential proposers about the structure of the RFPs as 
well as the timing of  a number of critical and transformative projects DHS is engaged in as we 
prepare for implementation of the Affordable Care Act (ACA) (e.g., itemized billing conversion for 
hospitals and clinics, physicians and specialty care, centralization of various processes and tasks to 
the Consolidated Business Office, ICD-9 to ICD-10 conversion, and implementation of the recently 
approved Online Real-time Centralized Health Information Database (ORCHID) System [Electronic 
Health Records (EHR)].  These overlapping projects hold many uncertainties. The recommended 
Agreement extensions will provide sufficient time to determine the long term scope of FMS needs the 
County will experience under ACA and implementation of ORCHID and enable DHS to determine the 
most effective method of packaging the solicitations to meet those needs.

Approval of the recommended actions will ensure the continued and uninterrupted services for FMS 
and FBRS and safeguard the Department’s anticipated revenue collections.  Failure to execute the 
recommended actions may jeopardize annual revenue of approximately $732.6 million for DHS in 
patient care billing, totaling $2,930.4 million for the four year period.  

Implementation of Strategic Plan Goals

The recommended actions support Goal 1, Operational Effectiveness, and Goal 2, Fiscal 
Sustainability, of the County’s Strategic Plan.
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FISCAL IMPACT/FINANCING

Both SGS and USCB receive a contractual fee based on actual collections received by the County 
resulting from their services.  The recommended actions will allow DHS to achieve estimated annual 
revenue collection of approximately $732.6 million, totaling $2,930.4 million from June 1, 2013 
through May 31, 2017.

The total estimated annual fee is approximately $ 8.6 million, which includes $7.3 million for SGS 
and $1.3 million for USCB.  The total estimated fee for the four year extension is approximately 
$34.4 million, which includes $29.2 million for SGS and $5.2 million for USCB.

Funding is included in the DHS Fiscal Year (FY) 2012-13 Final Budget and FY 2013-14 
Recommended Budget.  Additional funding will be requested in future fiscal years, as needed. 

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

SGS Agreement:

Under the current Agreement, SGS provides a wide range of financial management services 
including data mining and capturing, Billing and Follow-up Services, Financial Management and 
Consulting Services, and Secondary Third-Party Resource Identification and Recovery Services at 
DHS hospitals, Health and Comprehensive Health Centers, and Multi-Service Ambulatory Care 
Centers to maximize revenue recovery as well as assist DHS to maximize cost report 
reimbursements.  Subsequent amendments provided increased compensation if certain baseline 
collections were attained.  As a result, SGS has increased collections on an annual basis.

SGS has the ability to make use of its enhanced data capturing, processing and claiming programs 
in order to fulfill the exceptional and fluctuating requirements of the County.  Its customized on-site 
billing remains an essential part of the billing process which continues to allow DHS facilities to 
directly bill claims to all payers in compliance with federal, state and local regulations.

In FY 2012-13, SGS is estimated to generate $149.1 million in annual gross revenue and total 
estimated fee is $6.9 million, for a net revenue collection of approximately $142.2 million. These are 
estimates prior to anticipated savings from the extension period.

Additionally, as the Department’s billing clearinghouse, DHS is estimated to generate approximately 
$579.3 million in FY 2012-13 by using SGS’ customized system.  The estimated fees for these 
services are approximately $0.4 million, for a net revenue collection of $578.9 million.

The recommended amendment will replace the current Statement of Work in its entirety to include 
the County’s requirements and add the following key provisions to the FMS Agreement: 
 
(1)  Provision for Underpaid Account Identification and Recovery Services allowing the County to 
refer closed and potential underpaid accounts to the vendor for additional recovery efforts.

(2)  Provision requiring the vendor to review accounts with credit balances to ensure payments are 
correct and take appropriate actions to refund overpayments.

(3)  Provisions for Performance Requirements including monetary penalties if specific deliverables 
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are not met. 

The inclusion of the above provisions to the FMS agreement will complement existing services which 
is anticipated to improve revenue collection and effectiveness of services currently provided. 

USCB Agreement:

Under the current Agreement, USCB continues to work closely with DHS to provide third party 
identification and billing services that are compliant with state, federal and other payer requirements.  
Throughout this process, USCB has established the experience and working relationship necessary 
to continue to effectively provide the services required to support DHS’ large and complex billing 
operations.

In FY 2012-13, USCB is estimated to generate $12.8 million in annual gross revenue and total 
estimated fee is $1.3 million, for a net revenue collection of $11.5 million.  These are estimates prior 
to anticipated savings from the extension period.

Both Agreements:

Account referrals made to each Contractor vary from month to month and no referral guarantees are 
made by the County.

County Counsel has approved Exhibits I and II as to use and form.

CONTRACTING PROCESS

Not applicable.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

Approval of the recommendations will ensure the continued and effective provision of the FMS and 
FBRS and maximize DHS’ revenue recovery.
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Respectfully submitted,

Mitchell H. Katz, M.D.

Director

Enclosures

Chief Executive Office
County Counsel
Executive Office, Board of Supervisors
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